Introduction
In recent decades, the financial and economic crisis has shown the crucial role of banks; Such that the banks can create credits, maintaining the financial stability and settle the payments. According to the importance of the banking system, we are going to examine the structure of this industry in Iran (Bikker et al., 2009) .
Market structure in a specific industry is one of the important concepts in the industrial organization subject that includes an extensive spectrum of conditions, form perfect Monopoly toward perfect competition. Accordingly, it is possible to measure this structure through calculating the concentration intensity and recognize the level of imperfectness in that market. The concentration subject generally has two different concepts that can be classified into absolute and relative concentration indices (Cited in Pajoyan & Shafiei, 2008) . These concentration indices are showed in the following table: Competition of banking system can be measured by the Price-Cost margin directly Based on the theories of banking (Lerner, 1934) . This is while; application of this measure due to the lack of data for marginal cost is difficult in practice. There are several techniques for measuring competition of the industry in the corresponding literature which is classified into structural and non-structural approaches (Bikker, 2004) . The structural approach is based on the StructureConduct-Performance (SCP) Paradigm. The Structure-Conduct-Performance (SCP) Paradigm introduced by Mason (1949) made an outstanding evolution in the literature of industrial organization. In this approach, the performance of any industry (the industry successfully in making benefit for customers) is determined in conjunction with the behavior of sellers and buyers. This structure depends on technology and demand for the products. We can follow the SCP approach in two stages: 1-application of the performance measures through direct measurement and not through estimation and 2-employing the data of inter-industry in order to regress the adopted performance measure on the different indicators of market structure. Thus, this study tries to evaluate the relationship between the market structure and profitability for private and governmental banks in Iran.
Moreover, The former studies on the structure of market and profitability are extensive so that some of them include 
Research Methodology

The Relationship between Concentration and Profitability
The relationship between Concentration and Profitability can be examined using the profit equation. Total production in an industry is represented as:
Where, Q is amount of total production, i q is amount of production for firm i and i Q denotes amount of total production for remaining firms. By Taking derivative from both sides of the equation (1) relative to i q , we obtain: Where, / ii dQ dq is conjectural variation that represents the reaction of opponent for firm i relative to the production change of the firm.
Moreover, the marginal revenue of firm i is obtained as:
It is possible to adjust the equation (3) as:
Where i q is share of market index for firm i which is represented as an adverse negative sign of price elasticity of demand, 1 e  . By replacing these changes to the main equation:
(1 )
Given the equality of marginal reveneu and marginal cost in the equalibrium point in addition to the accounting the wheited average form the equation (5), we obtain the equation (6) that represents Herfinhal-Hersihman index ( H ) as:
Where,  is conjectural variations. This equation indicates that the profitibility index usually is function of industrial concentraion in addition to the price ellasticity of demand and firms' interactions ( ).
Although there is a consensus among the economists for positive relationship between the concentration and profitability, but this positive correlation has different interpretations. For instance, structures believe that this positive connection through the theory of market power is justifiable. They think that structure of some industries is somehow that they cooperate to one other and play a collusion game and finally capture the market. Accordingly, in one side the concentration level increases and on other hand they can enjoy more profit and rate of return. This is while; the Chicago school believes that this positive connection is stem from performance and efficiency of successful firms (Khodadad Kashi, 2001 
Where, n is number of firms in the industry, i  is amount of profit and i q value of selling for firm i.
Measuring the Minimum Efficient Scale
There are several techniques to measure the MES level including: analysis of profitability, residual approach, Dolphi approach, Commanor approach and econometric methods. This research uses the median of the firms as a proxy of the MES indicator in the model.
Findings and Discussion
Specifying the type of panel data model is the stage for the estimation purpose. Hence, according to the chow and Hausman tests we founded out that this set of banks have individual fixed effects. As well, since there are some indicators such as Herfindhal-Herishman and minimum economies of scale that affect the banks endogenously therefore we tested the endogeneity of the variables before to go on estimation. The test verified that most firms have this endogeneity. Accordingly, we applied two least square (2SLS) estimator with instrument variables to consider these effects. Accordingly, the profitability is the dependent variable and independent variables include MES index, Herfindhal-Herishman Index, Advertisement, proxy of scale (log of total assets). 
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Figure 2: Trend of Concentration Ratio Coefficient for Largest 4 Banks
The following results are obtained from estimation of a model as:
Where Profit is profitability, MES is minimum efficient scale, the symbol HHI stands for Herfindhal-Herishman Indicator, ADV is advertisement, and finally
TAssets is total assets as a proxy for controlling the scale. statistically on the dependent variable, profitability. Such that for instance one percent decreases in the concentration level of the industry, we can expect near to 0.9 percent decrease in profitability and therefore payoff for the customers.
Conclusion
Competition of banking system can be measured by the Price-Cost margin directly Based on the theories of banking (Lerner, 1934) . This is while; application of this measure due to the lack of data for marginal cost is difficult in practice. Generally, there are several techniques for measuring competition of an industry which they are classified into structural and non-structural approaches (Bikker, 2004) . The structural approach is based on the Structure-ConductPerformance (SCP) Paradigm. The Structure-Conduct-Performance (SCP) Paradigm introduced by Mason (1949) made an outstanding evolution in the literature of industrial organization. In this approach, the performance of any industry (the industry that makes benefit for customers successfully) is determined in conjunction with the behavior of sellers and buyers.
This study aimed to evaluate the relationship between the market structure and profitability for private and governmental banks in Iran. According to the results raised from estimation we founded that almost the structural variables had a significant effect on the profitability index that indicating verification of SCP theory. Accordingly, the official should adopt a policy to control this concentrated condition in order not to alleviate the social welfare.
Based on the indicators of market share which is shown in the table 2 we can conclude that the governmental sector is the dominant part of banking system in Iran and private sector does not play a crucial role in the market. These facts and figures imply that either the private sector has not attracted the customers in the market technically and therefore it should provide more attractive and trustable instruments or there are tough governmental barriers that they can compete with the state-based banks.
